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REGULAR BOARD MEETING AGENDA

Date, Time: Friday, January 31, 2014 — Regular Board Meeting — 9:00 a.m.
Location: The Doubletree Hotel Seattle Airport - Cascade 13 Room
18740 International Boulevard, SeaTac, Washington
(206) 246-8600
Notices: None

Chair Introductions

Attachments at tab:

REGULAR MEETING AGENDA

1. Minutes — October 17, 2013, Annual Board MEeting.............ccovevvrevieeeeensesiessenesssseeiesenssesennens A

2. Board deliberation on a change to WAC 4-30-130 and a new rule for military
personnel suggested by the Executive Director

a. AMEND WAC 4-30-130 What are the quality assurance review (QAR) requirements...... B
for licensed CPA firms?

b. Establish NEW Rule regarding military personnel and SpouSes. ................ccoevvcerrvreerernnns C

3. Board Nomination or Support for Nominees already nominated for election to NASBA
Vice-Chair for the year 2014-2015 .. ..c.oiiiiiiiieeeeeeeeeeeeeeee ettt reeens D
4. Board Response to Firm Mobility Proposal and UAA Exposure Draft.................. ccccceceeee. . E

5.  NASBA Update
6.  Legal Counsel’s Report
7. Chair’s Report

8.  Committee/Task Force Reports
Executive — Emily Rollins, CPA, Chair - Verbal Report

a.
b. Compliance Assurance Oversight — Edwin Jolicoeur, CPA, Chair — Verbal Report

¢. Legislative Review — Don Aubrey, CPA, Chair — No report

d. Quality Assurance — Thomas Neill, CPA, Chair - Verbal Report............c..cccceveeveeveneeo. F
¢. Request Review — Karen Saunders, CPA, Chair — Verbal Report ..............cccccocevvceuereveennnne, G

The Board of Accountancy schedules all public meetings at barrier free sites. Persons who need special assistance, such as enlarged type

materials, please contact the Board's Americans with Disabilities Act contact person:
Richard Sweeney, Washington State Board of Accountancy 7-1-1 or 1-800-833-6388 (TTY) - 1-800-833-6385 (Telebraille)
PO Box 9131, Olympia, WA 98507-9131 (TTY and Telebraille service nationwide by Washington Relay

Phone: 360-586-0163 E-mail: ricks@cpaboard.wa.gov www.washingtonrelay.com)
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State Ethics Compliance — Lauren Jassny, Ethics Advisor — No Report

Qualifications — Thomas Neill, CPA, Chair — No Report
Executive Director Evaluation and Succession Task Force - Robert Hutchms Chair — Verbal

Report

= o

Q. Executwe Director’s Report

Budget

Public Records - Managemenr Strategies
Annual Report to the Governor
Developments in Education

Student Appenticeships

o a0 o

10, Director of Investigation’s REPOTT. . ... vviuiiiiiis oo e en e eee e crcaines
11. Executive and/ or Closed Sessions with Legal Counsel

12. Public Input - To ensure the public has an opportunity to address its concerns and the Board has an
opportunity to ask questions of the public. Individual speakers will be provided 10 minutes each.

The Board of Accountancy schedules all public meetings at barrier free sites. Persons who need special assistance, such as enlarged type

materials, please contact the Board's Americans with Disabilities Act contact person:
Richard Sweeney, Washington State Board of Accountancy 7-1-1 or 1-800-833-6388 (TTY) - 1-800-833-6385 (Telebraille)
PO Box 8131, Olympia, WA 98507-9131 (TTY and Telebraille service nationwide by Washiagton Relay

Phone: 360-586-0163 E-mail: ricks@icpaboard.wa.gov www.washingtonrelay,com)




WASHINGTON STATE BOARD OF ACCOUNTANCY

Minutes of an Annual Meeting of the Board

Time and Place of
Meeting

Attendance

Public Rule-Making
Hearing

Call to Order

9:00 a.m. - 12:57 p.m. Thursday, October 17 2013
The Doubletree.Hotel Seattie Airport '
Cascade 11 _

18740 International Boulevard

SeaTac, Washington

Emily Rollins, CPA, Chair, Board Member

Karen R. Saunders, CPA, Vice Chair, Board Member

Elizabeth D. Masnari, CPA, Secretary, Board Member

Donald F. Aubrey, CPA, Board Member

Robert G. Hutchins, Public Board Member (Departed
11:35am)

Lauren C. Jassny, Public Board Member

Thomas G. Neill, CPA, Board Member

Gerald F. Ryles, Public Board Member (Arrived 9: 03am}

Bruce L. Turcott, Assistant Attorney General, Board
Adviser (Departed 11:35am)

Richard C. Sweeney, CPA, Executive Dlrector

Jennifer Sciba, Deputy Director

Charies E. Satter]und CPA, Director of Investigations

Taylor Shahon, Special Assistant to the Director of

investigations
Tia Landry, Enforcement Administrator
Kirsten Donovan, Board Clerk

The Board held a public rule-making hearing from 9:01
a.m. to 9:07 a.m.. The Board Chair presided. The Board
proposed to amend:
* WAC 4-30-070 - What are the experience
requirements in order to obtain a CPA license?
* WAC 4-30-080 - How do | apply for an initial
individual CPA license?

The Executive Director presented a brief statement.

- The Board received written comments from one

individual prior to the hearing. The comment addressed
the proposed changes to WAC 4-30-070 and WAC 4-30-

- 080.

Board Chair, Emily Rollins, called the annual meeting of
the Board to order at 9:07 a.m.




Minutes, October 17, 2013, Annual Board Meeting

Rules Review

Minutes — July 22,
2013 Regular Board
Meeting

Board Policies

WAC 4-30-070 What are the experience requirements
in order to obtain a CPA license? The Board voted
unanimously to adopt the rule proposal. The Board
voted for an implementation date of January 1, 2014,

WAC 4-30-080 How do i apply for an initial individual
CPA license? The Board voted unanimously to adopt
the rule proposal. The Board voted for an
implementation date of January 1, 2014.

The Board expressed concern if January 1, 2014
implementation date provided sufficient time for
preparation of the exam. The Executive Director

assured the Board that the exam is mostly complete and
the January 1, 2014 provides sufficient tlme for :
Jmplementation

The Board recommends a bold statement on the
website indicating the changes.

The Board approved the minutes of the July 22, 2013,
regular Board meeting with one spelling correction.

Reconsideration of 2003-1 Safe Harbor Report

Language for Use by Non-CPAs. The Board discussed

the use of safe harbor language. The Executive Director E
recommended removal of the parenthetical statements. _

The Board heard oral testimony on Board Policy 2003-1
proposing changes in safe harbor language from the
foliowing participants:
» Gene Bell, Washington Association of
Accountants (WAA) :
» Gary Smith, independent Business Association
e Rich Jones, CPA, President and CEOQ,
Washington Society of CPAs (WSCPA)

The participants also suggested the removal of the
statement, “Substantially all of the disclosures and the

- statement of cash flows have been omitted from these

statements.” The Executive Director agreed that this
should be removed in addition to the parenthetical
statements.
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Minutes, October 17, 2013, Annual Board Meeting

Chair's Report _

The Board voted unanimously to revise Board Policy
2003-1, Safe Harbor Report Language for Use by Non-
CPAs, to exclude the parenthetical statements and the
statement, “Substantially all of the disclosures and the
statement of cash flows have been omitted from these

statements.”

Election of 2014 Officers — The Chair presented the
following slate of officers to serve during 2014;

e Chair — Emily R. Rollins, CPA
* Vice Chair - Karen R. Saunders, CPA
*  Secretary — Elizabeth D. Masnari, CPA

No other nominations were made. The Board cast a
unanimous vote for the slate of officers presented.

2014 Board Meeting Schedule — The Board established

the following schedule for the 2014 Board meetings:

January 31, 2014 — SeaTac Area
April 17, 2014 — SeaTac Area
July 24, 2014 - SeaTac Area
October 24, 2014 — SeaTac Area

Establish Qualifications Committee — The Board
established the Qualifications Committee with the
purpose of discussing education topics. Board
suggested topics for the committee included: false
transcripts, community colleges providing 4-year degree
programs, and course substance for the final 30 credit
requirement.

Committee Appointments for 2014 — The Board made
the following committee appointments for 2014:
» Qualifications Committee:
Chair:
Thomas G. Neill, CPA
Members:
Elizabeth D. Masnari, CPA

» Compliance Assurance Oversight Committee
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Minutes, October 17; 2013, Annual Board Meeting

Chair:
Edwin G. Jolicoeur, CPA
Members:
Nina Gerbic, CPA
Deidra Roberts, CPA
Legislative Review Committee
Chair:
Donald F. Aubrey, CPA
Members:
Karen R. Saunders, CPA
Quality Assurance Committee
Chair:
Thomas G. Neill, CPA
Members:
Robert Speicher, CPA
Request Review Committee
Chair:
Karen R. Saunders, CPA
Members: g
Gerald F. Ryles
State Ethics Compliance Committee
Ethics Advisor;
Lauren C. Jassny

- Executive Committee Emily Rollins reported that she met with the Executive
Director and Vice Chair on September 26, 2013. Their
discussion included:

Safe Harbor Language
Complaints

Board Staff and Separation of Duties
Education Courses

Audit Reports

Report Acceptance Executive Director reported on the Summary of Report

Body Acceptance Body Meeting stating that both Deidre M.
Robert and Nina Gerbic were very happy with the
results. :
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Minutes, October 17, 2013, Annual Board Mesting

NASBA Update

Executive Cominittee

Compliance
Assurance Oversight
Committee

Legislative Review

Quality Assurance
Committee

Update: Don Aubrey, Pacific Regional Director for the
National Association of State Boards of Accountancy
(NASBA), provided the Board with an update on NASBA
activities including: '

* Pending change in the Uniform Accountancy Act's
(UAA) model language for the definition of “attest
services”. ‘

e UAA’s discussion on firm mobility.

Don Aubrey states that it is critically important for the
Board to send NASBA an opinion statement on the firm
mobility issue prior to January 17, 2014,

Discussions center around the implications/impact firm
mobility will have on revenue and enforcement.

The Board votes unanimously, with Don Aubrey
abstaining, to have the Executive Director draft a letter
for the Board's approval advising NASBA more time is
needed to analyze and deliberate before an opinion can
be formulated on the firm mobility issue. -

Emily Rollins reported on September 26, 2013 Exacutive
Committee conference call, '

The compliance assurance oversight committee had
nothing to report for this meeting. '

The legislative review had nothing to report for this -
meeting.

Tom Neill reported on Peer Review updates.

Tom Neill reported that peer reviewers not receiving
payment for services seems to be a growing trend.

The Executive Director suggests the possibility of a rule
concerning non-payment for peer review.

Rich Jones, CPA, President and CEO, Washington
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Minutes, October 17, 2013, Annual Board Meeting

Society of CPAs (WSCPA) reported on administrative
fees for nonmembers of the AICPA and WSCPA subject

to peer review.

Request Review Karen Saunders reported during the 3rd quarter 2013,

Committee the Executive Director and a Consulting Board Member
from the Request Review Committee took the following
action:

Firm Names: Approved:
* Simpson and Company

o AuditWerx, LLC

¢ Nitax Service, Inc.

¢ Figure

» Skye CPA Services

* Hansen Financial Management

¢ Bishop French LLC

e Dawson & Co., PS

e EKS&HLLP

¢ KLJ & Associates, LLP

s Weaver and Tidwell, L.L.P |
¢ Icompass Compliance Solutions LLC
* Skoda Minotti & Company

Professional/Educational Organization - Recognition
Requests: During the 3™ quarter 2013, the Board
approved APlusCPE as an educational organization for
purposes of obtaining a list of individual CPAs.

Domestic or Foreign Education Credential Evaluation
Services — Applications: During the 3 quarter 2013, the
Board did not receive any requests for recognition of -
domestic or international education credential evaluation

State Ethics services.

Compliance The State Ethics Compliance had nothing to report for
this meeting.

Legal Counsel’s Bruce Tu'rcott, the Board's legal counsel, had nothing to

Report report for this meeting.
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Minutes, October 17, 2013, Annual Board Meeting

Executive Director's
Report

. Executive and/or
Closed Sessions with
Legal Counsel

Public Input

Adjournment

Budget Review: The Executive Director provided the
Board with an update on the agency’s budget.

Results Washington — A Goal Focused. Transparent,

L.ean State Government: The Executive Director
provided an explanation of Results Washington, and the
agency's alignment with its purpose. '

Agency Database Restructuring Initiative: Investment for
IT Database Restructuring in FY 2014 is waiting for OFM
approval of additional spending authority to initiate the
project.

Staffing: The Executive Directdr introduced new staff
members, Tia Landry and Kirsten Donovan.

Investigation — Complaint Status Report and
Investigation Statistics: Charles Satteriund, CPA,
Director of Investigations provided the following reports
to the Board:
» Complaint Status Report for the period of
September 30, 2012 through September 30,
. 2013,
* Investigations Statistics through September 30,
2013,
* Summary of Dismissed Files, 2013 through
October 10, 2013.

No executive or closed sessions with legal counse'! held.

During the course of the meeting, the Board heard pubiic
input from Rich Jones representing the Washington
Society of CPAs (WSCPA), Gene Bell representing the
Washington Association of Accountants (WAA), and i
Gary Smith representing the Independent Business : ?
Association.

The Board meeting adjourned at 12:57 p.m.
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Authority of the Board:

WAC 4-30-130 provides, in part:
The purpose of the QAR program is to monitor licensees' compliance with audit,
compilation, review, and attestation standards.

Every firm that is required to participate in a peer review program shall have a
peer review in accordance with the peer review program standards.

Firms shall retain all documents relating to peer review reports, including
working papers of the underlying engagement subject to peer review that was
reviewed, until the acceptance of a subsequent peer review by the peer
review program or for five years from the date of acceptance of the peer
review by the peer review program, whichever is sooner.

Any firm that is dropped or terminated by a peer review program for any reason
shall have twenty-one days to provide written notice to the board of such
termination or drop and to request authorization from the board to enroll in
another board-approved peer review program.

Out-of-state firms that do not have a physical location in this state, but perform
attest or compilation services in this state, and are otherwise qualified for practice
privileges under RCW 18.04.195 (1)(b) are not required to participate in the
board's program if the out-of-state firm participates in a board-approved peer
review program or similar program approved or sponsored by another state's
board of accountancy.

Documents required. A firm that has opted out of participating in the AICPA
Facilitated State Board Access (FSBA) program shall provide to the board
copies of the following documents related to the peer review report within 45

days of the date of the report:

(a) Peer review report issued;

(b) Firm's letter of response, if any;

(c) Letter of acceptance from peer review program;

(d) Recommended action letter from the peer review program if any;

(e) A letter from the firm to the board describing corrective actions taken
firm that relate to recommendations of the peer review

by the
program;

(f) Other information the firm deems important for the board's
understanding of the information submitted; and

(g) Other information the board deems important for the understanding of
the information submitted.
Extensions. The board may grant extension of time for submission of the peer
review report to the board. Extensions will be determined by the board on a case-

by-case basis.



informal Policy Statement:

Although the Board recognizes that WAC 4-30-130 provides that the specific
rating of a peer review report, individually, is not a sufficient basis to
warrant disciplinary action the board will take appropriate action to protect
the public interest if the board determines that a firm's attest, or compilation
engagement performance and/or reporting practices are not in accordance with
applicable professional standards and, therefore, the board determines that one
or more of the engagements are not, or could be not, in conformity with
professional standards. '

Proposed Addition to WAC 4-30-130
(Emphasis added)

Timely Corrective Actions required to Protect the Public Interest

The Board has determined that delays by firms in implementing corrective actions, not
cooperating fully with peer reviewers and/or not complying with peer review program
standards, including failure to timely pay the peer reviewer, are not in the public

interest.

Accordingly,

A firm that is informed by the peer reviewer or team captain that she/he will
be recommending a grade of fail or pass with deficiencies in the firm’s peer
review report must (a) advise the board of the recommended grade within
30 days of being so informed, (b) provide the board the required corrective
action plan being recommended by the peer reviewer or team captain and
(c) the planned date (or time period within which) the firm would intend to
complete such remedial action or actions.



Notwithstanding any extensions of time by the Peer Review Program
Administrator, failure by the firm to meet its planned schedule for
completing its specific corrective action plan as recommended by the peer
review program and/or timely pay the peer reviewer, the Board or the
Board'’s designee will protect the public interest by initiating one or more of the
Board’s remedies including, but not limited to,:

(a) Require the firm to develop quality control procedures to provide

reasonable assurance that similar occurrences will not occur in the
future;

(b) Require any individual licensee who had responsibility for, or who
substantially participated in an engagement or engagements in which the
performance and/or report(s) were not in conformity with
professional standards, to successfully complete specific courses
or types of continuing education as specified by the board;

(c) Require that the reviewed firm responsible for the performance and/or
report related to one or more compilation or attest engagement(s) were
not in conformity with professional standards submit all or specified
categories of its compilation or attest working papers and reports to a
preissuance evaluation performed by a board-approved licensee in a
manner and for a duration prescribed by the board. Prior to the firm
issuing the reports on the engagements evaluated the board-approved
licensee shall submit to the board for board acceptance a report of the
findings, including the nature and frequency of recommended actions to
the firm. The cost of the board-approved preissuance evaluation will be at
the firm's expense;

(d) Require the reviewed firm to engage a board-approved licensee to
conduct a board-prescribed on-site field review of the firm's work product
and practices or perform other investigative procedures to assess the
degree or pervasiveness of work product not in conformity with
professional standards. The board-approved licensee engaged by the
firm shall submit a report of the findings to the board within thirty days of
the completion of the services. The cost of the board-prescribed on-site
review or other board-prescribed procedures will be at the firm's expense;

or
(e) Initiate an investigation pursuant to RCW 18.04.295, 18.04.305, and/or

18.04.320.

NOTE:
These remedies are currently listed in WAC 4-30-130(12).




WAC 246-12-051: How to obtain a temporary practice permit—Military spouse.
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WAC 246-12-051
How to obtain a temporary practice permit—
Military spouse.

A military spouse or state registered domestic partner of a military
person may receive a temporary practice permit while completing any
specific additional requirements that are not related to training or practice
standards for the profession. This section applies to any profession listed in
RCW 18.130.040 (2)(a).

(1) A temporary practice permit may be issued to an applicant who is a
military spouse or state registered domestic partner of a military person
and:

(a) Is moving to Washington as a result of the military person's transfer
to Washington;

(b) Left employment in another state to accompany the military person

to Washington;
(c) Holds an unrestricted, active license in another state that has

substantially equivalent licensing standards for the same profession to
those in Washington; and

(d) Is not subject to any pending lnvestlgatlon charges, or disciplinary
action by the regulatory body of the other state or states.

(2) A temporary practice permit grants the individual the full scope of
practice for the profession.

(3) A temporary practice permit expires when any one of the following
occurs:

(a) The license is granted;

(b) A notice of decision on the application is mailed to the applicant,
unless the notice of decision on the application specifically extends the
duration of the temporary practice permit; or

(c) One hundred eighty days after the temporary practice permit is
issued.

(4) To receive a temporary practice permit, the applicant must:

(a) Submit the necessary application, fee(s), fingerprint card if required,
and documentation for the license;

(b) Attest on the application that he/she left employment in another
state to accompany the military person;

(c) Meet all requirements and qualifications for the license that are
specific to the training, education, and practice standards for the

profession;
(d) Provide verification of having an active unrestricted license in the

same profession from another state that has substantially equivalent
licensing standards for the profession in Washington;
(e) Submit a copy of the military person's orders and a copy of:

1/22/2014



WAC 246-12-051: How to obtain a temporary practice permit—Military spouse. Page 2 of 2

(i} The military-issued identification card showing the military person's
information and the applicant's relationship to the military person;
-(ii) A marriage license; or
(iii} A state registered domestic partnership; and
(f) Submit a written request for a temporary practlce permit,

(5) For the purposes of this section:
(a) "Military spouse" means the husband, wife, or registered domestic

partner of a military person.
_ (b) "Military person" means a person serving in the Unlted States
armed forces, the United States public health service commissioned corps,

or the merchant marine of the United States.

[Statutory Authority: RCW 43.70.040, 18.130.040, 1.12.080, and 2011 2nd
sp.s. ¢ 5. WSR 12-24-014, § 246-12-051, filed 11/27/12, effective
12/28/12.]

http://apps.leg.wa.gov/WAC/default.aspx ?cite=246-12-051 1/22/2014




California Board Model

Military Information
Military Waiver

Effective January 1, 2013, if you are called to active duty as a member of the United States Armed Forces or
the California National Guard, you may apply to the CBA for a waiver of your renewal fees and CE. In order to
qualify for the waiver, you must possess a current and valid license. The waiver of the renewal fees and CE
apply only during the period in which you are on active duty service.

During the time period in which the waiver is in effect, you may not engage in the practice of public
accountancy, unless the services you provide while on active duty include the practice of public accountancy. If
this is the case, the CBA will place your license in a military active status; however, you will not be authorized
to provide public accounting services to the general public.

In order to qualify for the waiver of the renewal fees and CE, you must submit, in writing, a request for the
waiver to the CBA. With your written request, you must include written documentation that substantiates active
duty service, which may include documents such as your Leave and Earnings Statements or military orders.
When you apply for the waiver, please notify the CBA whether you plan to practice while you are on active duty
in the military.

Your written request for the waiver will also serve as an application for license renewal for those periods during
which you are still on active duty. Upon approval of the waiver, the CBA will renew your license until you
provide notice of your discharge from active duty, which you must do within 60 days of receiving your discharge
notice. During the time in which the waiver is valid, the CBA will change your status to "military.”

If after discharge you wish to engage in the practice of public accountancy, within six months of discharge, you
must meet the following requirements:

o Complete 80 hours of CE, or as an alternative, you may apply to have your CE extension/exemption

as provided for via CBA Regulations
e Pay the required renewal fee of $120, unless it is 12 months or less to your next license renewal date,

in which case the renewal fee is waived
Expedited Licensure for Military Spouses or Partners

Effective January 1, 2013 and pursuant to Section 115.5 of the B&P Code, the CBA will expedite the licensure
process for an applicant who meets both of the following requirements:

(1) Supplies evidence satisfactory to the CBA that the applicant is married to, or in a domestic partnership or
other legal union with, an active duty member of the Armed Forces of the United States who is assigned to a
duty station in this state under official active duty military orders.

(2) Holds a valid license or comparable authority to practice public accounting in another state, district, or
territory of the United States.

Applicants requesting expedited licensure under Section 115.5 of the B&P Code must attach to your application
a written statement with sufficient evidence such as a copy of the marriage certificate or certified
declaration/registration of domestic partnership filed with the Secretary of State AND military orders
establishing duty station in California. For other forms of "legal union" not recognized by California, you may
submit other documentary evidence of legal union issued by the State that recognizes your legal union for
consideration by the CBA in meeting this requirement.



Military Inactive Status

If you are a licensee engaged in active duty as a member of the California National Guard or the United
States Armed Forces, beginning January 1, 2014, you may apply to have your license placed in, and renewed
in, a military inactive status. This new status will exempt licensees from being subject to continuing
education or peer review reporting requirements or paying the biennial renewal fee while their license
is in Military Inactive Status. The regulations necessary to implement this new status are expected to receive
approval from the Office of Administrative law by January 1, 2014. For the full text of the proposed regulations
for Military Inactive Status, please visit http://www.dca.ca.gov/cba/requlation_notices/top12-11.pdf. More
information will be posted here as soon as it available.




Text of the Proposal-

Articie 2.5 — Retired Status License Status

Section 16 — Military lnactive Status

Beainning January 1, 2014, a licensee engaged in active duty as a member of the
California Nationa! Guard or the United States Armed _Forces may apply to have his or
her license placed in, and renewed in, a military inactive status by complefing the
Application for Military Inactive Status (Form 11R-49 (8/12)), which is hereby
ingorporated by reference. Along with the Application for Military Inactive Status (Form
11R-49 (8/12}). a licensee shall submit sufficient evidence that he or she is engaged in
active duty as a member of the California National Guard or the Uni ted States Armed

forces.

Note: Authority cited: Sections 5010 and 5070.2, Business and Professions Code,
Refergnce: Sections 5070.2 and 5070,5, Business and Professions Code.

Section 18.1 — Definitions

(a) For the purposes of this article and Section 5070.2 of the Business and Professions

Code, the following definitions shall apply:
(1) *Sufficient evidence of active duty as a membar of the California Naticnal Guard or

the United States Armed Forces” shall include copies ofcurrent Leave and Earnings .

Statements or military orders.
(2) "Evidence of discharge date” shall mean a completed “Certificate of Release or

Discharge from Active Duty” (DD Form 214).

Nete: Authority cited: Sections 50'10 and 5070.2, Businass and Professions Code.
Reference: Section 5070.2, Business and Professions Code.

Section 16.2 — Status Conversion of a License in a Military Inactive Status

(a) The holder of a license in a military inactive status may convert the license to an
active status by notifying the Board in writing, providing evidence of discharge date,
paying the fee described in subsection {¢), complying with the peer review reporting
requirements of Section 45(a) by his or her next renewal date, and complying with the
continuing education requirements as described in Section 87. A minimum of 20 hours
of continuing educaticn shall be complated in the one-vear period immediataly
preceding the daie of conversion to active status, 12 hours of which must be in subject
areas dascribed in Section 88(a)(1).

{(b) The hoider of a license in a military inactive status may convert the ||cense to an
inactive status by notifying the Board in writing, providing evidence of dISCha!'qe date,
and paving the fee described in subsection (). :

{c) The fee to ke paid at status conversion shall be as follows:




(1) For a status conversion reguested more than 12 months prior to the renewal date as
descrived in Section 5070.5 of the Business and Profassions Code, the fes for ‘
conversion shall be the same as the fee described in Section 70(e). -

(2) For a status conversion requested 12 menths or less prior to the renewal date as
described in Section 5070.5 of the Business and Professions Code, the fee for
conversion shall be waived. ‘ ' '

(d) If the licensee is still engagad in active duty at the time of conversion, sufficiant
gvidence of active duty as & member of the California Naticnai Guard or the United
States Armed Forces shall be provided in lieu of thé evidence of discharge date

required in subsection (a) and (b).

Nete: Authority cited: Sections 5010 and 5070.2. Business and Professions Code.
Reference: Section 5070.2, Business and Professions Coda.




APPLICATION FOR MILITARY INACTIVE STATUS

Please print or type. Applications that are not readable will be returned..
E-MAIL ADDRESS (OPTIONAL)

l NAME LICENSE NUMBER

ADDRESS OF RECORD BUSINESS PHONE NUMBER

CITY, STATE, ZIP HOME/ACELL PHONE NUMBER

‘Please be advised of the foilow ing requirements for obtaining and maintaining a CPA license in military
inactive status:

A, The holder of a parmit may apply to have his or her permit placed in a military inactive status if the holder
of a permit is engaged in, and provides sufficient evidence of, active duty as a member of the California
National Guard or the United States Armed Forces. Sufficient evidence includes copies of current Leave

and Earnings Statements or military orders.

B. No holder of a permit in a :"nih'tary inactive status shail engage in any activity fbr which a permit is
required. .

C. During the period thata permit is in a military inactive status, no renswal fee is required and no
continuing education or peer review requirements would need to be met until status conversion.

Eligibility:
In order-for the California Board of Accountancy (CBA) to determine eligibiiity, please respond to the followirig:

1. Are you currently engaged in active duty in the United States Armed Forces? COYES ONO

If "yes,” please attach copies of current Leave and Earnings Statements or military orders and provide
them with your application fo the CBA.

2. Are you currently engaged in active duty in the California National Guard? - OYES [ONO 5
!

- 1f"yes," piease attach copies of current Leave and Earnings Statements or military orders and provide
them with your application to the CBA.

11R-49 (8/12)




Renewal Statement:

This application for military inactive status also serves as an application for renewal for any renewal
dates during which you are still on active duty as a member of the California National Guard or the
United States Armed Forces and during which your license is in a miiitary inactive status. Upon approval
by the Board of your appiication, your license will be renewed in military inactive status until you provide
notice to the Board of your discharge from active duty. Within one year from your discharge from active
duty, you are required to comply with the requirements of Section 16.2, Division 1 of Title 18 of the

California Code of Regulations.

|

| | hereby certify, under penaity of perjury under the laws of the State of California, that all statements,
answers, and representations on this form are true, complete, and accurate. By signing below, |
acknowledge having read this entire application and the requirements listed here for obtaining znd

maintaining a CPA license in military inactive status.

Date:

Signature:

PERSONAL INFORMATION COLLECTION NOTICE: The information provided in this form will be used by the
California Board of Accountancy, to determine gualifications for a miiitary inactive status. Sections 5009, 5026
through 5029, 5060, 5070 through 5078, and 57150 through 5158 of the Business and Professicns Code authorize
the coilection of this information. Failure to provide any of the required information is grounds for rejection of the

- form as being incomplete. Infermation provided may be transferred to the Department of Justice, a District
Altorney, a City Atterney, or to another government agercy as may be necessary to permit the CBA, or the
transferee agency, to perfarm its statutory or constitutional duties, or otherwise transferrad or disclosed as provided
in Civil Code Seclion 1788.24. Each individual has the right to review his or her file, except as otherwise provided
by the Information Practices Act. The Executive Officer of the CBA is responsible for maintaining the information in
this form, and may be contacted at 2000 Evergreen Street, Suite 250, Sacraménto, CA §5815, telephone number

{916) 263-3880 regarding questicns about this notice or access to records,
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RODNEY GRAY, CPA, CVA

. . 3 . i - 3 *

Gray, Blodgett & Company, PLLC IANICE L. GRAY, CPAy CvA
CERTIFIED PUBLIC ACCOUNTANTS TED BLODETT, CPA, CvA

BUSINESS ADVISORS C. JAMESE SHEFARD, CPA

ROSS H. ROYE, CPA
o B HTHAVES.W, —

. NORMAN, OKLAHOMA 73069 ANM M. ALBERTSON, CPA

(405) 360-5333 FAX (405) 364-3771 CINTHAK. BYARCS}?{::E;

RYAN W, GREEMLEE, CPA
JEMMY M. NG, CPA
WILLiAM R, SOUTH, CPA

1-800-360-3335

January 8, 2014

Richard C. Sweeney, CPA, Executive Director
Washington State Board of Accountancy
Olympia, VWA 98507-9131

Electronically; ricks@cpaboard.wa.gov

Dear Mr. Sweeney and Washfngtcn Board Members:

After careful consideration, | have decided to submit my qualifications to the
Nominating Committee of NASBA again this vear for the position of Vice Chalr.

There are many challenges that Accountancy Boards are faced with and itis my
belief that NASBA. can provide support and leadership to help solve some of those
challenges. i beliave that my experienca as a NASBA board member, a member of the
Oklahoma Accountancy Board (10 years), the managing partner of our public
~accounting firm and as a leader and member on many volunteer committeas has
provided me the background thai is needed to lead NASBA. :

! 'have attached my Bio and will be happy to answer any quastions you mignt
have.

Therefore, | am requesting vour consideration and support for me as Vice-Chair
of NASBA for 2014-2015. If you agree, 1 wouild request that you submit a letter of
~ nomination to the NASBA Nominating Committes.

'Sincerely, /
Yoneer 5 Z%M/

Janice L Gray, CPA, CVA, CFF

MEMBER OF
OKLAHOMA SOCIETY OF CERTIFIED
PUBLIC ACCOUNTANTS
AMERICAN INSTITUTE OF g :
CERTIFIED PUBLIC ACCOUNTANTS princigaia liance
PRIVATE COMPANIES PRACTICE SECTION ' MEMBER

America Counts on CPAsg




Sweeney, Richard (ACB)

From: Theodore W. Long Jr.

jent: Tuesday, January 21, 2014 8:36 AM

To: Sweeney, Richard (ACB)

NASBA Vice Chair Nomination Support Request

Subject:
Ted Long Ohio NASBA Vice Chair Nomination.pdf

Attachments:

Mr. Richard C. Sweeney, CPA
Executive Director
Washington State Board of Accountancy

Dear Mr. Sweeney

[ am writing to you and your Board requesting support of my nomination for the Board of Directors position of
Vice Chair of the National Association of State Boards of Accountancy (NASBA) for the 2014-2015 year.

The attached nomination letter and summarized resume distzibuted on January 6, 2014 from the Accountaﬁcy
Board of Ohio highlights my leadership experience, :

I'would appreciate you and your Boards assistance and support of my nomination at your next meeting,
Thank you in advance for your consideration in this process.
Please contact me if you have any questions.

Best wishes, ..,

Attachment:




Sweeney, Richard (ACB)

From: Ken Odom

ent: Wednesday, January 08, 2014 6:42 PM
To: Sweeney, Richard (ACB)

Subject: . Vice-Chair

Follow Up Flag: Follow up

Flag Status: Flagged

Categories: : Red Category

Mr. Sweeney:

I can really use your support this year. Thanks.

Kenneth R. Odem, CPA, CGFM, CeMa

Rabren, Odom, Pierce & Hayes, PC
1600 DR MLKJ Expressway
Andalusia, AL 36420

334-222-4101 Phone
334-222-8125 Fax




STATE OF WASHINGTON

BOARD OF ACCOUNTANCY

PO Box 9131 e Olympia, Washington 98507-9131
(360) 753-2585 © FAX (360) 664-97190 » www.cpaboard.wa.gov

The Washington State Board of Accountancy respectfully opposes the adoption of the proposed Firm
Mobility language in the Uniform Accountancy Act (UAA) at this time for the reasons set forth below.

This Board believes the proposed language is not sufficiently comprehensive to address a
number of critical issues, such as: :

1. The proposal does not provide an Enforcement and Disciplinary Framework for the
disciplinary authority of the Board in the “state visited”.

2. The language within Sec. 7(C)( iii ) appears to suggest that responsibility for deficient
outcomes and reports rests principally with “practice privilege individuals” vs. the CPA
firm enterprise '

Washington State statute RCW 18.04.350, subsectidns (4)(a) and (10), address these
issues: : :

4)(a)... the firm that employs that licensee (practice privilege individual) simultaneously
consents, as a condition of exercising this privilege to the personal and subject matter
jurisdiction and disciplinary authority of the (Washington State) board.

{10}'For purposes of this section, because individuals practicing using practice privileges
under RCW 18.04.350(2) are deemed substantially equivalent to licensees under RCW
18.04.105 and 18.04.215, every word, term, or reference that includes the latter shall be
deemed to include the former, provided the conditions of such practice privilege, as set
forth in RCW 18.04.350 (4) and (5) are maintained.

The Board suggests any proposed amendment for firm mobility should include a provision
reciting the “visited state’s” disciplinary authority over the firm.

3. Negative impact on Board Revenue, by jurisdiction, if a “No Notice, No Fee” or
“Registration with No Fee” as proposed in the UAA Exposure Draft restricts a Board’s ability to
coordinate with other state agencies to ensure that mobility firms are compliant with other
licenses and registrations under state law, i.e. all state taxes are paid and corporate
/partnership registrations are completed;

©



The Washington State Board believes that the potential for consolidation of Boards may

increase if, as a result of decreased revenues or other factors, the home state is unable to
effectively investigate and discipline “visiting” firms and firms licensed in the state and/ or
meets its other public responsibilities; '

The Washington State Board also suggests that a fully vetted and a set of comprehensive

analyses of the impacts of UAA language changes {whether or not changes occur} is necessary
to promo‘te the likelihood of more uniform adoption of any UAA changes within the multiple
jurisdictions.

We would appreciate serious consideration of this input from th shington State Board of

Accountancy.

Respectfully,

Emily Rollins, CPA

Board Chair
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EXPOSURE DRAFT OF UNIFORM ACCOUNTANCY ACT

After thorough consideration of the key issues discussed below, leadership of NASBA and
AICPA strongly believe, as long as the existing element of public protection is preserved, the
time has come to give serious consideration to enact firm mobility, as a logical extension of
individual mobility. The necessary changes to the Uniform Accountancy Act reflected in the
accompanying Exposure Draft retain the essential ownership, peer review and consent to
jurisdiction concepts, and thus the vital element of protection of the public is preserved,

Beginning in 2006, the efforts of NASBA, State Boards of Accountancy, AICPA and state CPA
societies resulted in virtually uniform enactment by NASBA's 55 Jurisdictions of “no notice,
no fee, no escape” practice privileges for qualified (“substantially equivalent™) individuals who
cross state lines. While there are professional services which the practice privilege individuals
can perform without creating a registration requirement for the out-of-state firms that employ
them, such firm registration is required if the individuals are performing certain specified attest

services.

The essential element of protection of the public interest was carefilly considered when the
individual practice privilege provision was added to the UAA. The substantial equivalence

- requirements (education, examination and experience) provide the “host” state with the
assurance that the “visiting” individuals are equal to its own state’s licensees. The same quality
assurance concept exists as to the visiting firms which employ these individuals performmg
attest services. The firms are required to meet the host state’s ownership and peer review
requirements. Furthermore, both the individuals and the firms that employ them automatically
consent to the jurisdiction and disciplinary authority of the host state’s Board of Accountancy.
This is critical to effective protection of the public.

The enactment of practice privileges has created a significantly greater similarity in licensure
requirements among the vast majority of states. The public has benefited through an enhanced
ability to engage the CPA firm/individuals they believe to be most appropriate, without
concerning themselves with the various state licensure issues. This conformity has also been
very beneficial for both the qualified individuals and their firms, as they can now practice across
state lines without dealing with either uncertainty as to their status from state to state or the

burden of excess paperworlk.

There are currently about 16 states (by statute or practice) that do not specifically require a
visiting firm to obtain a permit even when their employed individuals are performing attest
services. Considering this factor, in addition to the significant increase in the volume of cross-
border practice that has resulted from the virtually complete enactment of individual practice
privileges, it is appropriate to consider the issue of whethéer the various states have experienced a
rise in the number of related consumer complaints. In this regard, surveys performed to date
clearly indicate that the states are not experiencing increased disciplinary problems attributable
to the increase in practice across state lines, In the few instances when such problems have
arisen, they have been effectively dealt with by the host state, with additional referral to the
Board of Accountancy in the principal place of business state of the visiting licensee.

The combination of the attest definition change and the firm mobility proposal presents a logical




extension of substantial equivalence for individuals: if a CPA firm complies with peer review
and firm ownership, for all practical purposes it has a gold pass and only has to register in states
where it has an office. Furthermore, firms (without in-state offices) can use the CPA title and
provide compilations and other nonattest services without a permit so long as they do so through
an individual with practice privileges and the firm can lawfully render those services in the
principal place of business states of the practice privilege individuals.

Public protection is enhanced because the proposal favors firms that are peer reviewed, avoids
the potential ambiguity of the “home office” issue, and extends administrative jurisdiction over
any firm offering or rendering services in the state. The greatest protection is simply and
logically provided for all attest services including various SSAE services that also require
technical competence, independence in mental attitude, due professional care, adequate planning
and supervision, sufficient evidence, and appropriate reporting. From the standpoint of both
public protection and firm mobility, the CPAs and CPA firms from the 48 states which already
requlre peer review will be able to “move freely about the country...” without obtammg permits
in states where they have no office or Worrymg about whether their client has a “home office” in

a partlcular state.

In conclusion, the digital age continues to generate a significant expansion of the interstate
practice of public accountancy, Consequently, it is important to our economy that such practice
be encouraged / facilitated in a manner consistent with the protection of all users of the services
—i.e., the public. Enactment of this proposal will enable firms that are licensed in at least one
state and meet the UAA ownership and peer review requirements to temporarily practice across
state lines without a permit. Firms that do not meet such requirements will still have to obtain a
permit in the visiting state, Enactment could also have the positive effect of providing strong
incentive for those states whose licensure requirements do not conform to those prescribed by the
UAA to amend their statutes, in order to enhance protection of the public and create a more
cfficient pathway to interstate practice for their own licensees. The entire proposal is thus
presented in the spirit of providing all stakeholders with a safe and more eﬂlc:lent pathway for
the interstate practice of public accountancy.

Stephen S. McConnel Kenneth R. Odom
Chair, AICPA UAA Committee Chair, NASBA UAA Committee

NOTE: This proposed language builds upon the current exposure draft revising the definition of
“attest.” Thus, changes arising solely from the “attest” exposure draft are marked in single
underline or single strikethrough, while additional revisions from the new firm mobility language
are identified by double underlining and double strikethrough.
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Introductory Comments

ke

The Fundamental Principles That Should Govern the Regulation of Certified Public
Accountants

sk

Eighth, it is desirable that there be, to the maximum extent feasible, uniformity among
jurisdictions with regard to those aspects of the regulatory structure that bear upon the
qualifications required of licensees. Because many of the clients or employers of CPAs are
multistate enterprises, much of the practice of CPAs has an interstate character; consequently,
CPAs must be able to move freely between states. The need for interstate mobility and
maintenance of high minimum standards of competence in the public interest requires uniform
licensing qualifications, insofar as possible, among the states.

Ninth, and finally, it is essential that mobility for individual CPAs and CPA Firms be
enhanced. With respect to the goal of portability of the CPA title and mobility of CPAs across
state lines, the cornerstone of the approach recommended by this Act is the standard of
“substantial equivalency” set out in Section 23. Under substantial equivalency, a CPA’s ability -
to obtain reciprocity weutd-be-is simplificd and they-wewtd have the sieht privilege to practice in
another state without the need to obtain an additional license in that state unless it is where their
principal place of business is located, as determined by the licensee. Individuals sewlé-are not
be denied reciprocity or practice sights privileges because of minor or 1mmater1al dlfferences m
the requu‘ements for CPA cemﬂcauon from state to-state. 2 : : h—rashiee

Substantial equivalency is a determination by the Board of Accountancy, or NASBA, that the
education, examination and experience requirements contained in the statutes and administrative
rules of another jurisdiction are comparable to, or exceed, the education, examination and
experience requirements contained in the Uniform Accountancy Act. If the state of licensure
does not meet the substantial equivalency standard, individual CPAs may demonstrate that they
- personally have education, examination and experience qualifications that are comparable to or
exceed those in the Uniform Accountancy Act

For purposes of individual practice sighés-privileges, an applicant that has an active certificate as
a certified public accountant from any jurisdiction that has obtained from the Board of

Accounfancy or NASBA a determination of substantial equivalency with the Uniform
Accountancy Act’s CPA certificate requirements shall be presumed to have qualifications
substantially equivalent to this jurisdiction’s. Individual CPAs from states that are not

~ substantially equivalent may qualify under the substantial equivalency standard on an individual

basis. Any CPA that wants to obtain a reciprocal certificate under substantial equivalency must
personally possess qualifications that are substantially equivalent to, or exceed, the CPA
licensure provisions in the Uniform Accountancy Act.
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Firm mobility would be enhanced because gven though an 1nd1v1dua1 using mactlce privileges
must render attest services through a CPA firm licensed in some state, if the firm complies with
the ownership (Section 7(c)) and peer review (Section 7(h)) r requirements, the firm would only
need a permit in the states in which it has an office, regardless of the type of service or where
such service is performed. The ownership and peer review requirements would thus protect the

"visiting state" through firm quality standards comparable to substantial equivalency for practice

privilege individuals. For purposes of firm mobility. a firm holding a valid permit from a U.S.
lurisdiction, comnlvm;z with the ﬁrm ownershm and peer teview requlrements would be able to

1nd1v1duals with practice privileges who can lawfullv do so in the state where said individuals

. have their principal place of business. A firm not meeting both the ownership and peer review

requirements could provide nonattest services and use the “CPA” title in any other state so long

as it does so through individuals with practice privileges, and so long as the firm can lawfully do

so_in the state where said individuals with practice privileces have their principal place of
business, Indeed, a firm complying with Secnon Z{a)(1YC) would only have to obtain permits in

states where it has offices.

In the interest of obtammg maximum uniformity and interstate mobility, and assuring that CPAs
are subject to only one type of regulatory scheme, the Uniform Act should be the. standard of
regulation for certificate holders in the U.S. and its jurisdictions, All states and jurisdictions
should seek to adopt the Uniform Act to provide uniformity in accountancy regulation.
Uniformity will become even more essential in the future as international trade agreements
continue to be adopted causing the accounting profession to adopt a global focus.

ool s sk

UAA Section 3
Definitions

When used in this Act, the following terms havé the meanings indicated:
(a) "AICPA" means the American Institute of Certified Public Accountants.
(b) “Attest” means providing the following finaneial-statement-services:

(1) any audit or other engagement to be performed in accordance with the
Statements on Auditing Standards (SAS);

(2) any review of a financial statement to be performed in accordance with the
Statements on Standards for Accounting and Review Services {SSARS);

(3) any examination of prospective financial information to be performed in
accordance with the Statements on Standards for Attestation Engagements

(SSAEFE); and
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(4) any engagement to be performed in accordance with the standards of the
PCAOB; and

(5) any examination, review, or agreed upon procedures engagement te be
performed in accordance with the SSAE, other than an examination described

in subsection (3).

The standards specified in this definition shall be adopted by reference by the Board
pursuant to rulemaking and shall be those developed for general application by
recognized national accountancy organlzations, such as the AICPA and the

PCAOB,

COMMENT Subject to the exceptions set out in Seetien Sections 7, 14, and 23(a)(4),these
services are restricted to licensees and CPA firms under the Act, and 11censees can only perform
the attest services through a CPA firm. Individual licensees may perform the services described
in Section 3(f) as employees of firms that do not hold a permit under Section 7 of this Act, so
long as they comply with the peer review requirements of Section 6(j). Other atiestation
professional services are not restricted to licensees or CPA firms; however, when licensees
perform those services they are regulated by the state board of accountancy. See also the

“definition of Report. The definition also includes references to the Public Company Accounting

Oversight Board (PCAOB) which make it clear that the PCAOB is a regulatory authority that
sets professional standards applicable to engagements within its jurisdiction. _

Regarding SSAF engagements, subsections 3(b)}3) a.nd (5) enls—ineludes include SSAE
nvagements pertamma to the examination of prospective financial information. wehile
a8 mretudes as well as other SSAFE engagements. Thus, like other

'sewu.es 1ncluded in this definition of “Attest,” they are all restricted to licensees and CPA firms. -

Although these respective services have been bifurcated in the definition of “Attest.” only CPAs

can provide the services, and they must do so only through firms that either have a permit or

comply with Section 7{(a¥ 1Y),
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This definition of "attest" inciudes both examinations of prospective financial information to be
performed in accordance with the Statements on Standards for Attestation Engagements (SSAE)

as well as "any examination, review, or agreed upon procedures engagement, to be performed in

accordance with SSAE."

sk

(ih)  “License” means a certificate issued under Section 6 of this Act, a permit issued
under Section 7 or a registration under Section 8; or, in each case, a certificate or
permit issued under corresponding provisions of prior law.

COMMENT: See commentary to seetes=Section 3(3) below.

(D)  “Licensec” means the holder of a license as defined in Section 3(i-h).

COMMENT: This term is intended simply to allow for briefer references in provisions that
apply to holders of certificates, holders of permits and holders of registrations. See seetion
Section 4(h), regarding rules to be promulgated by the Board of Accountancy; sestien-Section
5(b). regarding the meaning of “good moral character” in relation to the professional
responsibility of a licensee; Sections 11(c) and (d), regarding Board investigations; Sections
[2(a)-(c), (i), and (k), relating to hearings by the Board;, seetien—Section 18, relating to
confidential communications; and Sections 19(a) and (b), regarding licensees’ working papers

and clients’ records. Pursuant to Section 14(p), individyals and firms using practice privileges in

this State arc treated as “Licensees” for purposes of other requirements and restrictions in
Section 4.

wkk

(r)  “Report,” when used with reference to finanecial—statements—any _attest or
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compilation service, means an opinion, report, or other form of language that states
or implies assurance as to the reliability of any-the attested information or compiled
financial statements and that also includes or is accompanied by any statement or
implication that the person or firm issuing it has special knowledge or competence
in accounting or auditing. Such a statement or implication of special knowledge or
competence may arise from use by the issuer of the report of names or titles
indicating that the person or firm is an accountant or auditor, or from the language
of the report itself. The term- “report” incledes any form of language which
disclaims an opinion when such form of language is conventionally understood to
imply any positive assurance as to the reliability of the attested information or
compiled financial statements referred to and/or special competence on the part of
the person or firm issuing such language; and it includes any other form of language
that is conventionally understood to imply such assurance and/or such special
- knowledge or competence.

COMMENT. As has been explained in the introductory comments, the audit function, which this
term is intended to define, is the principal kind of professional accounting service for which a
license would be required under the Uniform Act. The term has its most important operative use
in seetten~Scction 14(a) of the Act, which prohibits persons not licensed from performing that

function as well as any attest or compilation services as defined above.

It is a point of fundamental significance that the audit function is defined, not in terms of the
work actually done, but rather in terms of the issuance of an opinion or a report--that is, the
making of assertions, explicit or implied--about work that has been done. It is such reports, or
assertions, upon which persons using finaneiat-statements-attested information (whether clients
or third parties) rely, reliance being invited by the assertion, whether explicit or by implication,
of expertise on the part of the person or firm issuing the opinion or report. Thus, this definition is
sought to be drawn broadly enough to encompass all those cases where either the language of the
report itself, or other language accompanying the report, carries both a positive assurance
regarding the reliability of the finaneiat-information in question, and an implication (which may
be drawn from the language of the report itself) that the person or firm issuing the report has

-special competence which gives substance to the assurance.

The definition includes disclaimers of opinion when they are phrased in a fashion which is
conventionally understood as implying some positive assurance because authoritative accounting
literature contemplates several circumstances in which a disclaimer of opinion in standard form
implies just such assurances. The same reasoning that makes it appropriate to include
disclaimers of opinion in conventional form within the definition of this term makes it
appropriate to apply the prohibition on the issuance by unlicensed persons of reports, as so
defined, on “reviews” and “compilations” ‘and other communications with respect to
“compilations” within the meaning of the AICPA’s Statements on Standards for Accounting and
Review Services (SSARS), when the language in which the report or other compilation
communication is phrased is that prescribed by SSARS_or any report that is prescribed by the

AICPA’s Statements on Standards for Attestation Engagements (SSAE). This is done in seetion

Section 14(a). These prohibitions, again, do not apply to the services actmally performed--which
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is to say that there is no prohibition on the performance by unlicensed persons of either reviews
or compilations, in the sense contemplated by SSARS, but only on the issuance of reports or
other compiiation communications asserting or implying that their author has complied or will
comply with the SSARS standards for such reviews and compilations and has the demonstrated

capabilities so to comply.
e ek

SECTION 7
FIRM PERMITS TO PRACTICE, ATTEST AND COMPILATION COMPETENCY,

AND PEER REVIEW

(a) The Board shall grant or renew permits to practice as a CPA firm to applicants that
demonstrate their qualifications therefor in accordance with this Section.

0 The following must hold a permit issued under this Section:

(A) Any firm with an office in this state performing attest services as
defined in Section 3(b) of this Act; or

(B) Any firm with an office in this state that uses the title “CPA” or
“CPA firm”; or

() Any firm that does not have an office in this state but performs
offers or renders attest services as_ describcd in #ﬁb&é@&-@ﬁ& Section

3(b)B3taiSr-ov-36H_of this Act for-s

in ﬂ]lS stateg unless it geets each of the ;%ﬁ#m%ﬂ%%&&%&eé

ollovwgg requirements:
it complies with the qualifications described in

Section 7(c);

gjig it complies with the qualifications described in subseetions
FHejtownershipland-Section 7(hi{fpeerresiewdand);

By——itiiidit performs such services through an individual with
practice privileges under Section 23 of #he-this Act; and

iv it can lawfullv do so in the state where said individuals with
rac '_ce rivileges have their principal of business,
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(2) 33=—A firm which is not subject to the requirements of Section 7(a)(1}E)
a=7ta3t2) may perform services described in Secti and other_nonattest
professional services while using the title “CPA” or “CPA firm” in this state
without a permit issued under this Section only if:

(A) it performs such services through an individual with practice
~ privileges under Section 23 of the Act; and

B) it can lawfully do so in the state where said individuals with practice
privileges have their principal place of business.

COMMENT: This Uniform Act departs from the pattern of some accountancy laws now . in

effect in eliminating any separate requirement for the registration of firms and of offices. The
information gathering and other functions accomplished by such registration should be equally
easily accomplished as part of the process of issuing firm permits under this section. The
difference is, again, one of form more than of substance but one that should be kept in mind if
consideration is given to fitting the pertnit provisions of this Uniform Act info an existing law.

As pointed out in the comment following seetien-Section 3(g), above, because a CPA firm is

“defined to include a sole proprietorship, the permits- contemplated by this section would be

required of sole practitioners as well as larger practice entities. To avoid unnecessary duplication
of paperwork, a Board could, if it deemed appropriate, offer a joint application form for
certificates and sole practitioner firm permits. :

This provision also makes it clear that firms with an office in this state may not provide attest
services as defined, or call themselves CPA firms without a license in this state, Certified Public
Accountants are not required to offer services to the public, other than attest services, through a
CPA firm. CPAs may offer non-attest services through any type of entity they choose, and there
are no requirements in terms of a certain percentage of CPA ownership for these types of entities
as long as they do not call themselves a “CPA’ firm” or use the term “CPA” in association with
the entity’s name. These non-CPA firms are not required to be licensed by the State Board.

Out-of-state firms without an office in this state may prowde attest-services other than those
described in Section 23{e343(b) for a client saieh-h tee-in this state and call
themselves CPA firms in this state without having a penmt from th1s state, so long as they do so
through a licensee or individual with practice privileges, and $0 long as they are quahﬁed to do
so under the requirements of Section 7(a)(2). B d 2 3
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addition, if the firm

reguirement pursuant to

regardless of the type of attest services or Whele the services are be1forrned

A firm that does not comply with ownershin (Section 7(c)) and peer review {Section 7(h)).

requirements must obtain a permit in a state before offering or rendering any attest service in that

state,

{b) Permits shall be initially issued and renewed for periods of not more than three
years.but in any event expiring on [specified date] following issuance or renewal.
Applications for permits shall be made in such form, and in the case of applications

- for renewal, between such dates as the Board may by rule specify, and the Board
shall grant or deny any such application ne later than days after the
application is filed in proper form. In any case where the applicant seeks the
opportunity to show that issnance or renewal of a permit was mistakenly denied or
where the Board is not able to determine whether it should be granted or denied, the
Board may issue to the applicant a provisional permit, which shall expire ninety
days after its issuance or when the Board determines whether or not to issue or
renew the permit for which application was made, whichever shall first occur.

COMMENT: See the comment following seetien-Section 6(b) regarding the renewal period.

{c) An. applicant for 1n1tial issuance or renewal of a permlt to practice under this
Section shall be required to show that:

(D Notwithstanding any other provision of law, a simple majority of the
ownership of the firm, in terms of financial interests and voting rights of all
partners, officers, shareholders, members or managers, belongs to holders of

‘a certificate who are licensed in some state, and such partners, officers,
shareholders, members or managers, whose principal place of business is in
this state, and who perform professional services in this state hold-a valid
certificate issued under Section 6 of this Act or the corresponding provision
of prior law or are public accountants registered under Section 8 of this Act.
Although firms may include non-licensee owners, the firm and its ownership

must comply with rules promulgated by the Board. For firms of public -

accountants, at least a simple majority of the ownership of the firm, in terms

of financial interests and voting rights, must belong to holders of -

registrations under Section 8 of this Act. An individual who has practice
privileges under Section 23 who performs services for which a firm permit is
required under Section 23(a)(4) shall not be required to obtain a certlflcate
from this state pursuant to Section 6 of this Act.

COMMENT: The limitation of the requirement of certificates to partners, officers, shareholders,
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members and managers who have their principal place of business in the state is intended to
allow some latitude for occasional visits and limited assignments within the state of firm
personnel who are based elsewhere. If those out-of-state individuals qualify for practice
privileges under Section 23 and do not have their principal places of business in this state, they
do not have to be licensed in this state. In addition, the requirement altows for non-licensee
ownership of licensed firms. ' :

2) Any CPA or PA firm as defined in this Act may include non-licensee owners
provided that:

(A) The firm designates a licensee of this state, or in the case of a firm
which must have a permit pursuant to Section 23(a)(4) a licensee of
another state who meets the requirements set out in Section 23(a)(1)
or in Section 23(a)(2), who is responsible for the proper registration
of the firm and identifies that individual to the Board.

B) All non-licensee owners are of good moral character and_active

individual participants in the CPA or PA firm or affiliated entities.

(C) The firm complies with such other requirements as the boeard-Board
may impose by rule.

3) Any individual licensee and any individual granted practice privileges under
this Act who is responsible for supervising attest or compilation services and
signs or authorizes someone to sign the accountant’s report on thefinanecial .
statements-on-behalf of the firm, shall meet the competency reqmrements set
out in the professional standards for such services, -

4) Any individual licensee and any individual granted practice privileges under
this Act who signs or authorizes someone to sign the accountants’ report on

the-financial statements—on—behalf of the firm shall meet the competency

requirement of the prior subsection.

COMMENT: Because of the greater sensitivity of attest and compilation services, professional

standards should set out an appropriate competency requirement for those who supervise them

~and sign attest or compilation reports. However, the accountant’s report in such engagements

may be supervised, or signed, or the signature authorized for the CPA firm by a practice
pr1v1leged individual.

ko

SECTION 14
UNLAWFUL ACTS

(a) Only licensees rand individaals who have practice privileges under Section 23 of this
Act may issue a report on financial statements of any person, firm, organization, or

12
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governmental unit or offer to render or render any attest or compilation service, as
defined herein. This restriction does not prohibit any act of a public official or
public employee in the performance of that person’s duties as such; or prohibit the
performance by any non-licensee of other services involving the use of accounting
skills, including the preparation of tax returns, management advisory services, and
the preparation of financial statements without the issuance of reports thereon,
Non-licensees may prepare financial statements and issue non-attest transmittals or
information thereon which do not purport to be in compliance with the Statements
on Standards for Accounting and Review Services (SSARS). :

COMMENT: This provision, giving application to the definition of attest in_Section 3(b) and
report in sesten=Section 3(sr) above, is the cornerstone prohibition of the Uniform Act, reserving
the performance of those professional services calling upon the highest degree of professional
skill and having greatest consequence for persons using finaneial—statements—attested
information--namely, the audit function and other attest and compilation services as defined
herein -- to licensees. It is so drafted as to make as clear and emphatic as possible the limited
nature of this excluswely resewed function and the rrghts of unhcensed persons to perform all
other functlons h e 2 & ;

-fh&H—a—S-SiﬁhPcS—kHﬂ&%&FEeH&HGH—S%&Héa%éS—CODSIStGHt W1th Sectron 23, mdmduals w1th

© practice privileges ‘may render these reserved professional services to the same extent as

licensees in this state.

This provision is also intended to extend the reservation of the audit function to other services
that also call for special skills and carry particular consequence for users_of such other services
of-finaneial-statements attestinfesmation albeit in each respect to a lesser degree than the audit
function=easmels=. Thus, reserved services include the performance of compilations and reviews
of financial statements, in accordance with the AICPA’s Statements on Standards for Accounting
and Review Services, which set out the standards to be met in a compilation or review and
specify the form of communication to management or report to be issued. smeé Also reserved to

licensees are attestation engagements performed in accordance with Statements on Standards for

Attestation Engagements which set forth the standards to be met and the reporting on the -
engagements enumerated in the SSAEs. The subsection is intended to prevent issuance by non-
licensees of reports or communication to management using that standard language or language
deceptively similar to it. Safe harbor language which may be used by non-licensees is set out in
Model Rule 14-2,

(b)  Licensees and individuals who have practice privileges under Section 23 of this Act
performing attest or compilation services must provrde those services in accordance
with appllcable professional standards.

(c) No person not holding a valid certificate or a practice privilege pursuant to Section
23 of this Act shall use or assume the title “certified public accountant,” or the
abbreviation “CPA” or any other title, designation, words, letters, abbreviation,
sign, “card, or device tending to indicate that such person is a certified public

accountant. .

13
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COMMENT: This subsection prohibits the use by persons not holding certificates, or practice
privileges, of the two titles, “certified public accountant” and “CPA,” that are specifically and
inextricably tied to the granting of a certificate as certified public accountant under section

Section 6.

(d) No firm shall provide attest services or assume or use the title “certified public
accountants,” or the abbreviation “CPAs,” or any other title, designation, words,
letters, abbreviation, sign, card, or device tending to indicate that such firm is a
CPA firm unless (1) the firm holds a valid permit issued under Section 7 of this Act,
and (2) ownership of the firm is in accord with this Act and rules promulgated by

the Board.

COMMENT: Like the preceding subsection, this one restricts use of the two titles “certified
public accountants™ and “CPAs,” but in this instance by firms, requi1ing the holding of a firm

permit to practice unless they qualify for exemption as explained in Section 14121 It also

restricts unlicensed firms from providing aftest services.

(e) No person shall assume or use the title “public accountant,” or the abbreviation
“PA,” or any. other title, designation, words, letters, abbreviation, sign, card, or
device tending to indicate that such person is a public accountant unless that person
holds a valid registration issued under Section 8 of this Act.

COMMENT: This subsection, and the one that follows, reserve the title “public accountant” and
its abbreviation in the same fashion as subsections (c) and (d) do for the title “certified public
accountant” and its abbreviation. The two provisions would of course only be required in a -
jurisdiction Where there were grandfathered public accountants as contemplated by seetion

~ Section 8.

(f) No firm not holding a valid permit issued under Section 7 of this Act shall provide

 attest services or assume or use the title “public accountant,” the abbreviation

“PA,” or any other title, designation, words, letters, abbreviation, sign, card, or
device tending to indicate that such firm is composed of public accountants.

COMMENT: See the comments following subsections (d) and (e).

(g) No person or firm not holding a valid certificate, permit or registration issued under
Sections 6, 7, or 8 of this Act, shall assume or use the title “certified accountant,”
“chartered accountant,” “enrolled accountant,” “licensed accountant,” “registered
accountant,” “accredited accountant,” or any other title or designation likely to be
confused with the titles “certified public accountant” or “public accountant,” or use
any of the abbreviations “CA,” “LA,” “RA,” “AA,” or similar abbreviation likely to
be confused with the abbreviations “CPA” or “PA.” The title “Enrolled Agent” or
“EA” may only be used by individuals so designated by the Intern‘ll Revenue

Service,

14
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COMMENT. This provision is intended to supplement the prohibitions of subsections (c)
through (f) on use of titles by prohibiting other titles that may be misleadingly similar to the titles
specifically reserved to licensees or that otherwise suggest that their holders are licensed.

(h)(1) Non-licensees may not use language in any statement relating to the finaneial-affairs
of a person or entity which is conventionally used by licensees in reports on financial
statements_or any attest service as defined herein. In this regard, the Board shall
issue safe harbor language non-licensees may use in connection with such financial

information,

(2) No person or firm not holding a valid certificate, permit or registration issued under
Sections 6, 7, or 8 of this Act shall assume or use any title or designation that
includes the words “accountant,” “auditor,” or “accounting,” in connection with
any other language (including the language of a report) that implies that such
person or firm holds such a certificate, permit, or registration or has special
competence as an accountant or auditor, provided, however, that this subsection
does not prohibit any officer, partner, member, manager or employee of any firm or
organization from affixing that person’s own signature to any statement in
reference to the financial affairs of such firm or organization with any wording
designating the position, title, or office that the person holds therein nor prohibit
any act of a public official or employee in the performance of the person’s duties as

such.

COMMENT: This provision clarifies the language and titles that are prohibited for non-
licensees. Like the preceding subsection, subsection (h}(2) of this provision is intended to
supplement the prohibitions of subsections (¢) through (f), by prohibiting other titles which may
be misleadingly similar to the specifically reserved titles or that otherwise suggest licensure. In
the interest of making the prohibition against the issuance by unlicensed persons of reports on
audits, reviews, and-compilations_and reports issued under the SSAFE as tight and difficult to
evade as possible, there is also some overlap between this provision and the prohibitions in
subsection (a). Safe harbor language is set out in Rule 14-2.

(i) No person holding a certificate or registration or firm holding a permit under this
Act shall use a professional or firm name or designation that is misleading about the
legal form of the firm, or about the persons who are partners, officers, members,
managers or shareholders of the firm, or about any other matter, provided,
however, that names of one or more former partners, members, managers or
shareholders may be included in the name of a firm or its successor. A common
brand name, including common initials, used by a CPA Firm in its name, is not
misleading if said firm is a Network Firm as defined in the AICPA Code of
Professional Conduct (“Code”)} in effect July 1, 2011 and, when offering or
rendering services that require independence under AICPA standards, said firm

must comply with the Code’s applicable standards on independence.

COMMENT: With regard to use of a common brand name or common initials by a Network
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Firm, this language should be considered in conjunction with Rules 14-1(c) and (d), which
provide further clarity and guidance.

() None of the foregoing provisions of this Section shall have any application to a
person or firm holding a certification, designation, degree, or license granted in a
foreign country entitling the holder thereof to engage in the practice of public
accountancy or its equivalent in such country, whose activities in this State are
limited to the provision of professional services to persons or firms who are
residents of, governments of, or business entities of the country in which the person
holds such entitlement, who performs no attest or compilation services as defined in
this Act and who issues no reports as defined in this Act with respect to the-finaneial
statements-information of any other persons, firms, or governmental units in this
State, and who does not use in this State any title or designation other than the one
under which the person practices in such country, followed by a translation of such
title or designation into the English language, if it is in a different language, and by
the name of such country.

COMMENT: The right spelled out in this provision, of foreign licensees to provide services in

the state to foreign-based clients, looking to the issuance of reports only in foreign countries, is

essentially what foreign licensees have a right to do under most laws now in effect, simply
because no provision in those laws restricts such a right. The foreign titles used by foreign
licensees might otherwise run afoul of standard prohibitions with respect to titles (such as one on
titles mlsieadmgly similar to “CPA™)}, but this prov151on would grant a dispensation not found in

most laws now in force.

(k) No holder of a certificate issued under Section 6 of this Act or a registration issued
under Section 8 of this Act shall perform attest services through any busmess form
that does not hold a valid permit issued under Section 7 of this Act.

COMMENT: See the comments following Sections 6(a), 7(a), and 8.

] No individual licensee shall issue a report in standard form upon 2 compilation of
financial information through any form of business that does not hold a valid permit
issued under Section 7 of this Act unless the report discloses the name of the
business through which the individual is issuing the report, and the individual:

(1) signs the compilation report' identifying the individual as a CPA or PA,

?) meets the competency requirement provided in applicable standards, and

(3) undergoes no less frequently than once every three vears, a peer review
conducted in such manner as the Board shall by rule specify, and such
review shall include verification that such individual has met the competency

requirements set out in professional standards for such services.

(m)  Nothing herein shall prohibit a practicing attorney or firm of attorneys from
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(n)(1)

preparing or presehting records or documents customarily prepared by an attorney
or tirm of attorneys in connection with the attorney’s professional work in the

practice of law.

A licensee shall not for a commission recommend or refer to a client any product or
service, or for a commission recommend or refer any product or service to be
supplied by a client; or receive a commlssmn, When the licensee also performs for

that client,

(A)  an audit or review of a financial statement; or

(B) a compilation of a financial statement when the licensee expects, or
reasonably might expect, that a third party will use the financial statement

and the licensee’s compilation report does not disclose a lack of
independence; or

(C)  an examination of prospective financial information

This prohibition apphes during the period in which the licensee is engaged to perform
- any of the services listed above and the period covered by any historical financial
statements involved in such listed services.

)]

[€))

(0)(1)

A licensee who is not p_rohibitéd by this section from performing services for or

receiving a commission and who is paid or expects to be paid a commission shall
disclose that fact to any person or entity to whom the licensee recommends or refers

a product or service to which the commission relates.

Any licensee who accepts a referral fee for recommending or referring any service
of a licensee to any person or entity or who pays a referral fee to obtain a client shall

disclose such acceptance or payment to the client.

A licensee shall not;

(A)  perform for a contingent fee any professional services for, or receive such a
fee from a client for whom the licensee or the licensee’s firm performs,

(i) an audit or review of a financial statement; or

(ii) ~a compilation of a financial statement when the licensee expects, or
reasonably might expect, that a third party will use the financial
statement and the licensee’s compilation report does not disclose a
lack of independence; or

(iii): an examination of prospective financial information.; or

(B)  Prepare an original or amended tax return or claim for a tax refund for a
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(2)

&)

contingent fee for any client.

The prohibition in (1) above applies during the period in which the licensee is
engaged to perform any of the services listed above and the period covered by.any
historical financial statements involved in any such listed services.

Except as stated in the next sentence, a contingent fee is a fee established for the
performance of any service pursuant to an arrangement in which no fee will be
charged unless a specified finding or result is attained, or in which the amount of
the fee is otherwise dependent upon the finding or result of such service. Solely for
purposes of this section, fees are not regarded as being contingent if fixed by courts
or other public authorities, or, in tax matters, if determined based on the results of
judicial proceedings or the findings of governmental agencies. A licensee’s fees may
vary depending, for example, on the complexity of services rendered.

COMMENT: Section 14(n) on commissions is based on Rule 503 of the AICPA Code of
Professional Conduct, Section 14(o) on contingent fees is based on Rule 302 of the AICPA
Code of Professional Conduct,

(p)

Notwithstanding anything to the contrary in this Section, it shall not be a violation
of this Section for a firm which does not hold a valid permit under Section 7 of this
Act and which does not have an office in this state to use the title “CPA” oy

“Certified Public Accountants” as a part of the firm’s name and to_provide its

professional services in this state, and licensees and individuals with practice
privileges may provide services on behalf of such firms so long as i the firm

complies with the requirements of Section 7(a)(1)(C) or Section T(a)(23-er—FHar3),

whichever is applicable. An individual or firm authorized under this provision to

use practice privileges in this state shall comply with the requirements otherwise
applicable to licensees in Section 14 of this Act, o .

COMMENT: Section 14(p) has been added along with revisions to Sections 23 and 7, to provide '
that as long as an out-of-state firm complies with the requirements of new-Section 7(a)21)C) or
7(a)(32), whichever is applicable, it can do so through practice privileged individuals without a

CPA firm permit from this state._ The addition of the last sentence of this Section 14(p) makes

- certain other provisions of Section 14 that otherwise pertain onlv to “licensees” (specifically.

Sections 14 (h), (k). (1), (n), and () directlv applicable to individuals and firms which are

exempt from licensing or permit requirements in this state,

kR

SECTION 23 :
SUBSTANTIAL EQUIVALENCY

REF
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(a) @ An mdmdual who has been granted pr‘lctlce pr1v11eges under this section
who—fer—as performs any efthe

Mas=attest serv;'gg described in Secfion 3(b) may only do so through a firm which meets the
requirements of Section 7(a)(1)(C) or which has obtained a permit issued

under Section 7 of_ this Act,

COMMENT: Subsection 23(a)(3) is intended to allow state boards to discipline licensees from
other states that practice in their state. If an individual licensee is using these practice privileges
to offer-or render professional services in this state on behalf of a firm, Section 23(a)(3) also
facilitates state board jurisdiction over the firm as well as the individual licensee even if the firm
is not required to obtain a permit in this state. Under Section 23(a), State Boards could utilize the
NASBA National Qualification Appraisal Service for determining whether another state’s
certification criteria are “substantially equivalent” to the national standard outlined in the
AICPA/NASBA Uniform Accountancy Act. 1If a state is determined to be “substantially
equivalent,” then individuals from that state would have ease of practice siahts-privileges in other
states. Individuals who personally meet the substantial equivalency standard may also apply to
the National Qualification Appraisal Service if the state in which they are licensed is not
substantially equivalent to the UAA.

Individual CPAs who practice across state lines or who service clients in another state via
electronic technology would not be required to obtain a reciprocal certificate or license if their
state of original certification is deemed substantially equivalent, or if they are individually
deemed substantially equivalent. However, licensure is required in the state where the CPA has
their principal place of business. If a CPA relocates to another state and establishes their
principal place of business in that state or if a firm performs any of the services described in

Section 23(a)(4)_and does not gualify for exemgtlon under Section 7gagg 1 ggCL then they would

be reqmred to obtam a hcense %@ﬁkﬁ%ﬁ%@ in that state. As—

The prov1S1on provides that practlce prmleges

shall be granted and that there sh111 be no notification. With the strong 4
Consent requirement (subsection 23(a)(3)), (i) there appears to be no need for 1nd1v1dual
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notification_ since the nature of an enforcement complaint would in any event require the
identification of the CPA, (ii) online licensee databases have greatly improved, and (iii) both the
individual CPA practicing on the basis of substantial equivalency as well as the individual’s
employer will be subjeet to enforcement action in any state under Section 23(a)(3) regardless of

a notlﬁcation requirement.

[mplementation of the “substantial equivalency” standard and creation of the National
Qualification Appralsal Service have made a significant improvement in the current regulatory
system and assist in accomphshmcr the goal of portability of the CPA title and mobility of CPAs

across state lines.

Section 23(a)(4) clarifies situations in which the individual could be required to p10v1de services
through a CPA firm holding a permit issued by the state in which the individual is using practice

privileges_in growdmg attest services.

Section 23(a)(4) in conjunction with companion revisions to Sections 3, 7 and 14, stifprovide

%&a%a%enhancecl firm mobility by allowmg the individual s=#h to use practice privileges eansot

co-the-follovng—ssan-empleyeeofin providing attest services through a firm ualess—the—fima
%ﬁl-é&- ith a %Aﬁﬁﬂ%peﬂnlt from #his-any state—
er : = anee so long as the

ﬁrm LOI'I]QIIG wlth SoAb forans any ith—iie-lama.the ownershlg and Deer review

requirements.  Such firms would onlg need to obtain permits from states in which they

have an office. 4n-thisstats

The tvpes of attest services and where the services are Derformed

would not matter Ang firm that does not satlsfg both regulrements gownershlg and QGGI‘ revwwl

would have to obtain a permit in & 4
efhee-the state in %%%Whmh the firm is Qrowdmg attest services.

In order to be deemed substanhally equivalent under Section 23(a)(1), a state must adopt the
150-hour education requirement established in Section 5(c)(2). A few states have not yet
implemented the education provision. In order to allow a reasonable transition period, Section
23(a)(2) provides that an individual who has passed the Uniform CPA examination and holds an
active license from a state that is not yet substantially equwalent may be individually exempt
from the 150-hour education requirement and may be allowed to use practice privileges in this
state if the individual was licensed prior to January 1, 2012.

Section 23(a)(3YD) simplifies state board enforcement against out-of-state persons using
practice privileges by requiring consent to appointment of the state board of the person’s
principal place of business for service of process. This important provision facilitates the
prerogative of the state board to administratively discipline or revoke the practice privilege. This
provision supplements Section 9, which provides for the appointment of the Secretary of State as
the agent upon whom process may be served in any action or proceeding against the applicant
arising out of any transaction or operation connected with or incidental to services performed by

the applicant while a licensee within this State.
. ook
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2013 CPE Audit

e The 2013 CPE Audit concluded on December 30, 2013

* 106 Individuals were selected for the Audit
o 94 Passed | |
o 2 Were excluded due to back to back extension request
for extreme medical conditions
o 4 Failed to complete 120 hours of CPE
o 5 Failed to respond to the request for audit
o | Passed away between the time of renewal and audit

e 98 Licensees

o 89 Passed
o 9 Failed |
* 5 For failure to respond
* | For failure to complete Washington Ethics
* 3 For failures resulting from request for PLR
¢ | was short ethics
e 2 were short more than 17 hours

o 8 Certificate holders
o 8 Passed
o 0 Failed




CPE Audit Comparison

e POPULATION

o 2008 - 952
= Certificateholders
= |icensees
= NL Firm Owner

o 2009 - 5536
= Certificateholders
= Licensees
=  NL Firm Owner

o 2010-5332
= Certificateholders
= Licensees
= NL Firm Owner

o 2011 - 1466
= Certificateholders
= Licensees
= NL Firm Owner

o 2012 -5095
= (Certificateholders
= Licensees
* NL Firm Owner

o 2013 -5628
= (Certificateholders
= Licensees
= NL Firm Owner

16
931

855
4679

698
4629

21
1380

535
4558

567
5061

PULLED FOR AUDIT

o 2008 - 167 -17.5%

= Certificateholders

= Licensees

= NL Firm Owner
2009 -153-2.7%

= Certificateholders

= Licensees

= NL Firm Owner
2010-190 - 3.5%

= Certificateholders

= Licensees

= NL Firm Owner
2011 -127 -8.6%

= Certificateholders

= |Licensees

= NL Firm Owner
2012 -125-2.5%

= Certificateholders

* Licensees

= NL Firm Owner
2013 -106 -1.8%

= Certificateholders

= Licensees

= NL Firm Owner

6-38%
161-17%
0-00%

14-2.0%
139-3.0%
0-00%

43-6.0%
147-3.0%
0-00%

3-1.4%
124-9.0%
N/A

3-1.4%
124-9.0%
N/A

8-1.4%
98-1.9%
N/A

RESULTS
o 2008

= Passed 131-79%

= Failed-Enforcement 12-07%

=  Failed-Admin notice 24-14%
2009

= Passed 136-89%

= Failed-Enforcement 8-05%

= Failed-Admin notice 9-06%
2010

= Passed 180-95%

* Failed-Enforcement 10-05%

= Failed-Admin notice 0-00%
2011

=  Passed 119-94%

* Failed-Enforcement 8-06%
2012

= Passed 119-95%

= Failed-Enforcement 6-05%
2013

= Passed 98-91%

= Failed-Enforcement 8-05%

= Other 3-01%



Request Review Committee Report
January 31, 2014

.Karen Saunders, CPA, Chair |

During the fourth Guarter 20'13, the Executive Director and a Consulting Board Member
from the Request Review Committee took the following action:

Firm Names - Approved:

K & J Accounting Account Sense PLLC

Schwartz, Giannini, Lantsberger & Kobori Tax & Accounting, PLLC
Adamson - Sarna & Company, Certified Public
Yeadon & Co. CPAs, LLC Accountants ,

New Wave Financial Services, Inc Joseph Albert Lichtman Jr CPA A
Meyer & Company CPAs PS : California Professional Corporation
Berman & Company, P.A. ' Olympic Tax And Business Consulting,
Bong Hiliberg Lewis Fischesser LLP LLC |
Cynthia S. Dyck, CPA, MBA ' Advocate Accounting, LLC
Teuscher Ruf & Walpole LLC Pyramid Financial + Tax, PLLC
Olympus Accounting Services LI.C Myers and Stauffer LC

Tombari Port Advisors, PLLC The Rieke Irwin Group, PS Inc

~ Holthouse Carlin & Van Trigt LLP

Professional/Educational Organization — Recognition Requests — During the 41N

quarter 2013, the Board did not receive any requests for recognition as an educational
organization for purposes of obtaining a list of individual CPAs. :

Domestic or International Education Credential Evaluation Services — Applications —

During the 4™ quarter 2013, the Board did not receive any requests for recognition of
domestic or international education credential evaiuation services.

CPE Extension Requests

CPE Extension Requests were received between 11/01/2013 and 12/31/2013

A Total of 28 Requests were Received

+ 6 requests were for hours 16 or under-

6 requests were approved

¢ 22 were for hours 17 or over

o 15 requests were approved
2 requests were withdrawn due to completion

of hours prior to 12/31/13

5 request were denied and set to the pre-lapsed

status for reinstatement




Investigation Statistics

TS S e s |

Historical data: January 2003 through December 31, 2013

Number of credentialed

persons (at year end) Number of Cases
Certificate 7 % opened /
Year Opened | Licensees Holders Opened Closed Licensees
2003 9,418 4,948 83 62 0.88%
2004 10382  3,107| 144 92 1.39%
2005 10,909 3,055 83 85 - 0.76%
2006 11,217 2,474 131 64 * | 1.17%
2007 11,552 2,114 143 176 * | 1.24%
2008 12,282 2,102 90 99 **|  0.73%
2009 12,654 1,848 130 76 **|  1.03%
2010 13,104 1,555 99 182 **|  0.76%
2011 13,874 1,573 82 | 133 **|  0.59%
2012 14,403 1,343 64 75 0.44%
2013 15,150 1,265 | 2 43 | 028%
Total 15,150 1,265 1,091 1,087 7.20%
Average 12,268 2,221 99 99 0.81%

As of December 31, 2013

Active Cases
Pending Cases

14 (open cases actively worked by Enforcement)

15 (cases awaiting action/otherwise moved forward)

Total Open Cases 29

* Clean up backlog (new Executive Director)

** Interrupted by significant public records requests and litigation



Washington State Board of Accountancy

Complaint Status Report
Intake

|3/31/2013 6/30/2013

9/30/2013 12/31/2013

Complaints Received 32 30 20 27
Complaints Dismissed (4) (18) (25) (20)
Transferred to Investigative Monitoring (0) (0) (8) (0)
Moved to Investigation (22) (10) (7) (3)

Total Complaints Under Evaluation 38 40 20 24
Investigation - Developing and Developed Cases - -
~ Cases in Development 260 19 14 14
Cases Awaiting Action ) _ 0 5 4 2
Developed Cases Moved Forward g 14| 17 13
Total Developing and Developed Cases 35 38 35 29
[Total Complaints Under Evaluation/Development 73| 78 55 53]
Investigative Monitoring i - -

Added - Cases - i o ol 2

Added - Complaints B B e e 0
Added - Other 1 0

_f\flonitoring Comp]efed ) o . T 0 1
Items in Monitoring 0 0 10 11
Aging of All Developing and Developed Cases - - -

> 4 Years - - . 3T o
>3 Years, <= 4 Years - i

>2years, <=3 years . - b 2 -

_>1year,<=2years - _ 5 i
;ifliyear, >180days - - 4 8
<= 180 days 20 17
Total Developing and Developed Cases 35 38 35 29




Washington State Board of Accountancy

Complaint Status Report (continued) I 3/31/2013 6/30/2013 9/30/2013 12/31/2013
Classification of All Developing and Developed Cases
Public Harm -
Negligent Performance of Attest Gl 2 2 2
Negligence, Incompetence, Disregard 18, 26 24 18
Use of Restricted Titles - - . 5 3 1 2
Borrowing, Theft, Embezzlement, Breach of Fiduciary Duty 3 3 2
Breach of Confidentiality =~ - op 0 0
~Records Retention Causing Harm - 2 4 4 4
Subtotal 34 38 34 28
Administrative -
AR . - e 0 0
~ CPE under 16 hours - B 0 0 0
CPE over 16 hours - - . . 0 0 0
Good Character Evaluation ) 1 0 1 1
Subtotal - - 0 1 1
Total 35 38 35 29
Investigations Closed - Disposition By
Board Order/Agreed Order
~Revocation -- Public Harm - L 0 1 0
777777777 Suspension -- Public Harm - - o 0 0
Suspension -- Other o B - 0 0 0
Practice Restriction -- Public Harm - 0 o 0 0
~SAOQ -- Fine/costs/other sanctions -- Public Harm it 0] 3 5
~ SAQ -- Fine/costs/other sanctions ) - 3 0 1 0
Subtotal 7 0 5 5
Administrative Sanctions O - 0 0 0 1
Reinstatements - - L e 0 0
Dismissals -- Public Harm - __ g 5 7 3
Dismissals - _ - 3 2 0 0
~ Subtotal - - 7 7 7 4
Total 14 7 12 9
Avg days to complete investigation (cases closed since 12/31/12) 84 81 79 74
Avg days to complete investigation (cases closed in given quarter) 84 75 75 59
Avg age of cases closed (cases closed in a given quarter) ) 319 218 233 302

based upon available data; avg investigation days = date from open - date of complete investigation




